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Prompt #3

Price Gouging: A Gray Area
Mathis Mateus

Countless people each year fall victim to price gouging. Price gouging is the practice of
raising prices during a national, state, or local emergency to what is perceived as immoral or
exploitative levels. 1 From an economic standpoint, “price gouging” is simply a symptom of the
capitalist economy we have, while also exhibiting the basic laws of supply and demand.
Currently, 34 states have laws forbidding price gouging. 2 A majority of these states are located
in the deep south, east coast, or west coast. These laws generally only cover items deemed
critical for survival. To get an idea of its prevalence, in the aftermath of Hurricane Katrina, the
Attorney General of Louisiana received over 450 complaints of price gouging solely related to
housing and lodging. 3
Traditionally, Americans generally fall into two main categories of economic beliefs.
One camp (libertarian/conservative) holds that the free market is to be trusted, with as little
government interference as possible. The other side (liberal/egalitarian) believes that the free
market cannot be trusted, and seeks to account for disadvantages certain parties may have.

1: American Bar Association, http://apps.americanbar.org/antitrust/at-committees/at-fe/pdf/programs/spring-06/price-gougingstatutes.pdf
2: http://knowledgeproblem.com/2012/11/03/list-of-price-gouging-laws/
3: CBS News, http://www.cbsnews.com/news/post-katrina-price-gouging/
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Therefore, a libertarian should be against price gouging laws, and a liberal should be for them.
Right?
Not exactly. While the economics may easily explain the phenomenon of price gouging,
many feel this is a gray area with respect to government involvement. On one hand, free markets
provide us with low prices (provided there is competition) and freedom of choice, but price
gouging is technically permitted in an entirely free market. On the other hand, government
involvement in the economy can prevent consumers from getting taken advantage of, but too
much government regulation can lead to less competition and fewer choices. That is why, in my
opinion, price gouging falls into the gray area between a desire for a free market and a desire for
government regulation. Price gouging laws are prevalent in the United States perhaps due to its
location at the ideological crossroads: where conservatives generally support the legislation of
morality, and liberals support the regulation of the market. But why do we grow angry when a
merchant increases their prices after a natural disaster? In my view, it is almost entirely due to
our perception of moral and just practices by merchants. There would only be an outrage if
citizens perceived the increase in price as immoral or unfair, such as when said price increases
occur after natural disasters, when people need goods the most.
In my opinion, the government should be allowed to enact anti-price gouging legislation,
as it is the most just position. This legislation can level the playing field for consumers, by
forcing merchants to charge the normal amount for goods or services, unless an additional cost
was imposed upon them by the emergency or other means. 4 Utilitarians would likely argue price
gouging decreases the overall utility, as many would be unable to afford the higher prices, and
some could die. Some opponents of price gouging legislation argue to allow merchants to price

4

New York State Statute http://www.ag.ny.gov/price-gouging
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gouge, and let the free market perform its own justice. However, this statement is invalid when
broken down. This argument relies on the fact that there is legitimate competition, and both
parties are willingly exchanging goods. Is buying a generator at 800% markup 5 truly a voluntary
purchase, when it is the only option to keep one’s family alive and well? I would argue that it is
not a voluntary purchase. Other critics claim that the higher prices will force people to only buy
what they need, and not purchase excess of critically necessary goods. However, this can be
solved by the merchant simply placing a limit on the number of each item one can buy. Rawls
may argue that price gouging would unjustly distribute goods on the basis of something that can
be morally arbitrary (wealth), giving preference to the lives of the rich over the poor.
Overall, restricting price gouging through legislation is the most just thing we can do.
This does not infringe on the merchant’s right to charge what they would like — but instead
restricts them from using exploitative pricing measures caused by emergencies. By protecting all
citizens from merchants seeking windfall profits on the backs of families suffering through an
emergency, we can make sure everyone can obtain goods necessary for their survival —
something that is truly just in every aspect.

5

Justice: What’s the Right Thing to Do? Sandel, 1
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